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Abstract 
In this study the short-term and long term effects of cross border acquisitions are 
examined in the European banking industry. The event study methodology is 
performed as well as regression analysis in order to assess the stock price reaction of 
both targets and acquirers for the period 2001 to 2010 and define their determinants. 
Moreover, fundamental ratios are used in order to study the operating performance of 
the acquirers in the post acquisition period, which is two years. As far as the short 
term study is concerned, the findings state that targets are benefited from the event 
and show significant abnormal returns while acquirers do not. Furthermore, the 
regression analysis confirms that the determinants of abnormal returns are the 
intercept and slope of the market model, the return on equity, return on assets, loans to 
deposits, loans to assets, the target’s size and the operating margin. The study also 
concludes that the bidding firms are negatively affected in the post acquisition period 
in terms of profitability and liquidity. 
KEYWORDS: acquisitions, cross- border, banks, event study methodology, long-
term performance, Europe 
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1. Introduction 
The banking industry 
 The banking industry is the most dynamic and significant sector of an 
economy and plays a key role in the financial markets globally. It provides a wide 
variety of services to its customers, through a huge network of bank branches. The 
main reason of their existence is to facilitate financial transactions among individuals, 
corporations, institutional investors, non-profit organizations and even governments 
of entire nations, acting as an intermediate. This specific activity is the one that makes 
profits for banking entities.  
In simple terms, a bank is a financial institution that traditionally accepts 
deposits and makes loans, which are the two major components of banking. In 
general, their primary role is the connection between those having funds and those 
seeking funds. However, there are now numerous non-banking institutions that 
provide certain banking services without meeting the legal definition of a bank. This 
is the reason why the banking sector has broadened its activities, offering a large 
amount of financial products and services.  
Taking into consideration the types of products and services offered by banks, 
they can be divided into four main categories such as retail banks, commercial banks, 
investment banks and central banks.  
The first category deals with the basic banking services offered to individuals 
and the corresponding products are personal savings accounts, consumer or car loans 
or even mortgages. Additionally, commercial banks in most cases operate as financial 
intermediaries, raising funds from depositors and lending the same funds to the 
borrowers. Their services provided to businesses comprise various products such as 
credit and debit cards, bank accounts and secured and unsecured loans. It is worth 
noting that there are two subsectors regarding the commercial banking, which are the 
public and the private banks. Public commercial banks are those controlled mainly by 
governments and are interested in social purposes. In the other case, private sector 
banks are owned and managed by private promoters.  
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Investment banking is a process, in which banks cover an array of services 
from asset securitization, coverage of mergers, acquisitions and corporate 
restructuring to securities underwriting, equity private placements and placements of 
debt securities with institutional investors. Finally, central banks are above all banks, 
as they are responsible for the stability of monetary policy of each country. 
Furthermore, they regulate and supervise the whole banking system. In Europe, for 
example, there is the European central bank, which is in charge of monitoring the 
monetary policies for the Euro zone.  
In today’s globalised world, clients are becoming more and more demanding 
and force banks to find new ways of satisfying them. However, the arrival of new 
financial products and services is inevitable, due to the development of technology 
and information systems. Such new products include the arrival of automated teller 
machines (ATM) and their evolution from cash-dispensing machines into financial 
service depots. Another innovative service is the telephone banking, which allows 
customers to arrange via phone for account balance statements, transfers, time deposit 
transactions and application for a variety of banking transactions. Moreover, some 
banks have reduced the time period required for loan approval and can approve a loan 
even in a few minutes. Other products that banks have started to integrate into the 
markets are trading and positioning, risk management products or financial 
engineering and structured finance. Additionally, the modern banking industry has 
brought greater business diversification. Some banks in the industrialized world are 
entering into investments, underwriting of securities, portfolio management and the 
insurance businesses.  
Apart from all these factors, another significant change in the structure of the 
banking sector is the development of world Islamic banking. Islamic banks accounted 
for only US $50million ten years ago and now they are spread in 75 countries and 
account for US $250million, which represents 15% of the global banking industry. 
United Kingdom was the first financial center, in which Islamic products were offered 
by traditional banks. The main difference between Islamic banking and the rest of the 
banks is that Islamic banks are consistent with the principles of the Shari'ah (Islamic 
rulings). These principles emphasize moral and ethical values in all dealings and they 
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have wide universal appeal. According to them, the payment or acceptance of all 
forms of interest charges (Riba) for the lending and accepting of money is prohibited1.  
Taken together, these changes have made banks one of the most important 
entities in the global business community. At the beginning of the 21st century, the 
biggest banks in the industrial world have become complex financial organizations. In 
the future, the banking sector will become even more complex, because of the further 
globalization, deregulation and consolidation of the financial industry. 
Key objectives of the study 
The content of this work relates to cross border mergers and acquisitions that 
were completed within the European banking industry and it also examines the 
efficiency of this activity in order to evaluate whether their performance improved or 
not. The current study is a research on the impact of M&A on the stock prices before 
and after this corporate event. The findings are worth investigating, since the financial 
crisis forces an increasing number of banks to perform such agreements. However, 
mergers and acquisitions do not always go as expected, because they involve high 
levels of risk and the probability of value destruction is in some cases higher than that 
of value creation.  
The current study examines the effect of Mergers and Acquisitions in the 
European banking sector for the time period 2001-2010. The first part of the empirical 
analysis is to detect and analyze the short term reaction of the stock prices 
surrounding the announcement day, for both the targets and the acquirers of the deals. 
In order to do that, the Event Study Methodology is employed, by implementing the 
Market Model and the Market Adjusted Model, through which the Average Abnormal 
Returns and the Cumulative Average Abnormal Returns will be calculated and 
checked for statistical significance. The second part of the empirical analysis is to 
determine the variables that affect the targets’ short term reaction on the 
announcement of the deal, which is achieved through Multivariate (Regression) 
Analysis. The third part of the empirical analysis deals with the post acquisition 
performance of the bidding firms, for which the Operating Performance Methodology 
                                                          
1 It is claimed that many concepts, techniques, and instruments of Islamic finance adopted by 
European financiers and businessmen. 
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is implemented, by performing tests for equality of means and medians on certain 
fundamental variables.  
The main reason for choosing this specific topic is that the European Banking 
sector is worth investigating, especially when it comes to a number of Eastern 
European countries that recently progressed and flourished in their banking sector, 
hence not much research has been done in the past for them; another reason is that the 
global financial crisis makes Mergers and Acquisitions in many cases a mandatory 
measure of survival.  
The key difference of this study, in comparison to prior studies in the field, is 
that the sample is narrowed down to strictly cross border transactions that were paid 
by cash. These two restrictions that were imposed on the search of the data sample 
make this study special concerning the conclusions that will be drawn. The restriction 
concerning cross border deals means that the study investigates the cooperation of 
banks of different countries, which are all within the European borders. The 
restriction regarding the payment type provides information on the effects of M&A 
deals, which could be useful to investors and shareholders, when the payment type of 
an M&A deal, is the issue of interest. For those reasons, the current study is an 
important contribution to the already existing literature.  
The structure of the study is the following: The current section (Section 1) sets 
the background for the study, by referring to the operations of the banking sector and 
the changes it has been going through in the latest years. Section 2 deals with Mergers 
and Acquisitions and reports European banking consolidations of the past.  Section 3 
is the Literature Review, which presents the prior research on the field. Section 4 
presents the sample of the current analysis, as well as the methodologies that are 
implemented. Section 5 presents the empirical results of the methodologies 
implemented, as well as their economic interpretation, and Section 6 includes the 
conclusions of the study. 
 
  
10 
 
2. Mergers and Acquisitions 
 Mergers and Acquisitions2 is a corporate event defined as the procedure of 
buying, selling, dividing and combining financial entities. The main objective of 
mergers and acquisitions is to create more profitable and efficient financial entities, 
and thus more value for the shareholders. The acquired company is the acquisition 
target and the acquirer is the bidding companies. Both companies seek value creation 
based on the synergy effect, according to which 1+1=3. This means that the two 
combined entities produce higher shareholder value than the one they would 
separately. This is why M&As are one of the most significant corporate events that 
occur among financial institutions. 
M&A transactions are categorized into public and private deals. This 
discrimination depends on whether the firms are listed on a public stock market and 
obviously the deals of the first category are easier to be assessed. Another crucial 
distinction is whether an acquisition is friendly or hostile. When a purchase is 
considered as a “friendly” or a “hostile” depends on how the proposed acquisition is 
perceived by the target company’s board of directors, employees and shareholders. In 
the case of a friendly transaction, the companies cooperate in negotiations, while in a 
hostile deal, the target’s management is unwilling to be acquired or the target’s board 
of directors has no prior knowledge of the offer. Finally, mergers and acquisitions 
subdivided into domestic and cross-border deals, which relates to the fact that banks 
are from the same country or not.  
 Nowadays, a wide range of enterprises in the developed countries depend 
more and more on the means of Mergers and Acquisitions to expand their business. 
The development of market economy and the globalization of economy strengthen the 
M&As and as a consequence in the banking industry. Thus, this activity has become 
more active the recent years.   The key element of an M&A activity is the 
achievement of the synergy effect meaning that the overall value after the M&A event 
is greater than the total value of the individual enterprises separately. However, the 
synergy effect includes four aspects such as the management synergy effect, the 
operating synergy effect, the finance synergy effect and intangible assets synergy 
effect, any of which is produced under a certain condition. 
                                                          
2 The abbreviation M&A is used throughout the current study. 
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Mergers and Acquisitions in the Banking sector; Evidence from Europe 
Bank consolidation is an outcome of fundamental economic forces which have 
increased competition and improved the efficiency of the financial system. The 
European banking sector consolidated at a rapid pace throughout the 1990s. The 
deregulation of banking activities, the progress made towards the completion of an 
integrated European financial market, financial globalization, technological and 
financial innovations and the need for value creation are some of the principal forces 
that have induced this process. Nowadays, it seems that this activity takes place again, 
as it is proved by many deals in the financial sector. 
The benefits for banks that get involved in M&As are that they achieve 
important revenue growth by their operations and at the same time they minimize 
their expenses. Another gain for merged banks is that they broaden their customer 
base and furthermore banks’ management is improved in terms of efficiency. A 
general conclusion is that banks, both acquirers and targets, hope to gain a greater 
market share and higher financial value. 
The European banking sector has experienced a rapid process of Mergers and 
Acquisitions during the decade of 1990s. Despite a break of M&A activity in 2002, 
which is probably associated to the economic downturn, there were a significant 
number of mergers and acquisitions until 2007. After this year a completely different 
path was observed over the next three years and this reduced trend may be due to the 
fact that this period started the phenomenon of the global financial crisis. 
M&A transactions introduce a dominant strategy in expanding distribution 
channels or entering new markets, so as to diversify their product line.  In the banking 
industry apart from banking deregulations and technological and financial innovations 
that were mentioned in a previous section, some main reasons that urged the M&A 
activity were the introduction of the euro in the early 2000s, as well as the pursuance 
of shareholders for a more efficient management in order to create higher financial 
value and obtain greater market power. 
Mergers and acquisitions may also help banks to enhance their efficiency with 
other ways such as the pursuit of economies of scale. In this case the acquirer will 
have the capabilities to improve the collections, the services’ processes, the 
distribution channels, the infrastructure and the team management of the target bank. 
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Another important incentive is the economies of scope. In this occasion, the ability of 
the greater bank to sell more financial products and offer better financial services in 
more and more stakeholders leads to increasing revenues. Furthermore, other benefits 
from the synergism are that the treasury performance will be improved because the 
cost of funds will be eliminated and the new entity will also have a better credit 
rating. Finally, the new bank will be able to leverage scale and multiply its trading 
income. 
3. Literature Review 
 
 Mergers and Acquisitions (M&A) in the banking sector constitute an issue that 
has evolved into an area of great interest for researchers in the field throughout the 
past few decades. Such a fact has emerged as a result of the progress and development 
that has taken place in the global economy during the previously reported time period. 
The rapid pace at which the economic environment moves combined with the 
progress noted through research in the academic environment that enlightens the 
theoretical background of the practices implemented, both generate innovative 
policies towards the direction of excellence in procedures and optimization in the 
fields of efficiency, effectiveness and financial gains in each and every slice of the 
financial pie of the institution in question. The organizations studied in this particular 
paper are banks. The banking sector constitutes the cornerstone of the world’s 
financial system in the present era, hence the growing and development of such 
organizations has been thoroughly studied and analyzed, and tools for that reason 
have been developed by academics and researchers in order for the understanding of 
this economic field to become accessible and deeper and the implementation of 
solutions and innovative practices to be plausible. Obsolete practices are being 
attempted to be lost in oblivion and the new highway in banking economics is 
nowadays called Mergers and Acquisitions. M&As could be characterized as a 
“managerial tool” for the banking sector created to boost performance and generate 
gains. Obviously, such a tool has to be tested in theory and practice as far as its results 
and effects on both the counterparties involved in the deal. Research on the actual 
effects of M&A deals in the banking sector for both the acquirer and the target has 
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been actualized and theories and miscellaneous methodologies have been 
implemented, studying and assessing the impact of M&A deals on the banks involved.  
 
 Literature thrives on the subject of M&A deal effects on banks and multiple 
studies have been carried out to evaluate and the performance and deliveries of M&A 
deals throughout the 1990s. The vast majority of these studies have been focused on 
the impact of the deals on stock market value and shareholder value. The latter are the 
two central pylons for the assessment of the effect of an M&A deal on the target and 
acquirer counterparties, since they constitute main variables for the evaluation of an 
organization’s value and performance.  
 
 In an attempt to take a short trip in time, theories on M&A deals performance 
get back to 1989, when Fishman articulates his theory on the dependency existing 
between the expected profitability of an acquisition and the payment term chosen. 
Fishman supports that the expected profitability determines the payment term. His 
studies resulted into the conclusion that low-valuing bidders offer securities, whereas 
high valuation of the target leads to a cash offer. Fishman’s research and results, that 
until today have not been rejected, constitute the reason of the use of cash-paid M&A 
deals as a sample for the present study.  
 The cost of M&A deals has also been widely studied, especially through the 
scope of the relationship existing between profit and cost results of an M&A deal. 
More specifically, the study performed by Berger and Humphrey (1992) included 57 
US Banking mega Mergers from 1981 to 1989. They actualized a neo-classical cost 
function that allowed the consideration of two types of efficiency; economies of scale 
and X-efficiency. Since the increase of efficiency is considered the objective of M&A 
deals, many more studies have been carried out on the matter and certain indices 
began to be used as time passed in order to make these studies more user-friendly. 
The usage of such indices still takes place in such studies. One of the first to support 
this notion was Vander Vennet (1996) who examined European bank mergers for the 
time period of 1988-1993. Vennet used accounting data like ROA, ROE and asset 
utilization, indexes of the banks included in the M&A deals. He based his study on 
the Effective Market Hypothesis, which is mentioned and explained below. The 
conclusions of Vennet’s research confirmed the hypothesis that mergers, especially 
between equal-sized banks result into cost efficiency.  
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 The cost efficiencies mentioned above mostly regard targets, since there has 
been a great deal of dialogue and dispute around the cost efficiencies that are achieved 
by the acquirers via M&A deals, especially in the short run. The case of experienced 
bidders that acquire large average improvements has been originally studied by 
DeYoung (1997) who confirmed that fact. The fact that the most efficiencies are 
obtained by the targets and not the bidders in a M&A deal has early been reported and 
coined to the nature of a M&A deal; the best practice banks merge with less efficient 
banks and they alter the latters’ practices, fact that was supported by Shaffer (1993), 
who confirmed this hypothesis through a simulation method.  
 One of the models that were used for studying European banks is included in 
the recent work of Cybo-Ottone and Murgia (1996) and it is the only one that 
examines the market valuation of M&As. They found out that average abnormal 
returns of targets were significantly positive while the abnormal returns of acquirers 
were near to zero. This model suggests that there has been a transfer of wealth from 
acquirers to targets.  
 Beitel and Schiereck (2001) examined the value conjectures of 98 large 
M&As of publicly traded European banks that occurred between 1985 and 2000. 
They found that there were significant positive cumulated abnormal returns   for the 
entire sample of the shareholders of targets, which they studied for all time intervals. 
On the other hand, the shareholders of the bidding banks did not earn significant 
cumulated abnormal returns. From a combined view of the target and the bidder, 
European bank M&As significantly created value on a net basis.  
 Lepetit, Patry and Rous (2004) examined stock market reactions when the 
expected returns to bank M&As changed and this was announced between 1991 and 
2001 in 13 European countries, by distinguishing between different types of M&As. 
In order to overcome some of the limitations of previous event studies, they employed 
a Bivariate GARCH methodology that allows some beta movements. In general, the 
results proved that there was a positive and significant increase in value of target 
banks. 
 Campa and Hernado (2006), who studied financial takeovers in Europe, 
explored the idea that smaller targets have greater announcement returns. They 
examined the M&A performance of European banks from 1998 to 2002 and found 
that most acquirers are bid banks with a tendency to have low operational profits. 
They also found that after the merger, the financial performance of targets is better 
15 
 
and there are greater returns for shareholders. However they supported that when 
cross- border equities are involved in a merger, the acquirers often meet difficulties in 
adopting a small bank, while poor performance is noticed after the merger in such 
cases. Additionally, Soussa and Wheeler (2006) investigated cross border bank 
acquisitions in emerging markets and found that most bank acquisitions are not 
beneficial for the acquiring bank.  
Literature Review of the Event Study Methodology 
 The present paper examines the later using the most prevalent approach 
currently, the Event Study Methodology approach. The main idea of this theory is that 
it constitutes a means of measurement of any abnormalities existence in stock prices 
associated with an unanticipated event, which in the particular case studied in the 
present paper is the M&A deal. The Event Study Methodology approach supports that 
stock returns tend to reflect the quick, rational, unbiased and risk-adjusted 
expectations of the value of an organization in a later period, based on the consequent 
reaction to new information arrival. A pre-determined period of time (event window), 
in which the impact of this unexpected event is measured, is applied discriminated in 
two major categories in compliance with the target of each measurement; hence, 
short-term and long-term event study exists. Long-term event study uses more of 
cumulative results and is used for time-depth predictions and academic research for 
further articulation of complementary expansion theories. Short-term event study 
represents an ex-ante analysis that stands by the financial analyst in predicting future 
profitability and development in the short run and functions circumstantially as a 
financial investment tools for the evaluation of the organization and the deal in 
question.  
 Event study methodology is based on Efficient Market Hypothesis (EMH) 
developed by Fama et al. (1969) and Fama (1970). According to the latter, a market is 
considered as efficient if the following is statement is realized; ‘prices fully reflect all 
information available’. One important assumption made in this theory is that capital 
markets are sufficiently efficient to react to events (new information) concerning the 
expected future profits of the corporations affected. Efficiency is discriminated in two 
forms according to the time and availability of the set of information included; the 
‘weak form’ is in order when information set includes past prices, the ‘semi-strong 
form’ means that the information set includes all publicly available information. 
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Event studies have their basis on the analysis of the ‘normal’ and ‘abnormal’ returns 
which are estimated according to asset pricing model. 
 Bank for International Settlements (2001) reported that most event studies find 
that total shareholders’ value (the combined value of the bidder’s and the target’s 
stock) is not influenced by the announcement of an acquisition. However, the stock 
price of the acquiring bank seems to decrease around the announcement date, but this 
is balanced by the upturn of target’s stock prices. Consequently, it is admitted that 
M&As involve wealth transfer from shareholders of the bidder to the target banks. 
Literature generally supports that bank acquisitions do not create value for the bidder. 
Madura and Waint (1994) studied the acquirers’ abnormal returns over the post-
merger period. They used the event study methodology and found that average 
cumulative abnormal returns were negative one month after the deal announcement. 
Mylonidis and Kelnikola (2005) also used the event study approach and a 20 days 
event window before and after announcement date for the years 1999-2000 and the 
empirical methods of Dodd and Warner (1983) and Houston and Ryngaert (1994), 
proved that mergers create value on a net aggregate basis. Also by using operating 
performance methodology they found no evidence that performance gains result from 
bank mergers.  
 Athanasoglou and Brissimis (2004)) used the operating performance 
methodology on revenue, profit, productivity and cost ratios in the pre-merger and 
acquisition period 1994-1997 and post-merger and acquisition period 2000-2002. The 
results of the study showed that M&As affect in a positive way merged banks’ 
profitability and cost efficiency. Athanasoglou and Brissimis (2005) also showed that 
target banks achieved higher cumulative abnormal returns than bidder banks. Their 
study was based on event study methodology for M&As in the Greek banking sector 
for years 1998-1999.  
 Becalli and Frantz (2009) underlined that bank M&As may cause deterioration 
in return on equity (ROE), cash-flow return and in profits. Concluding, the literature 
review reveals that M&As transactions are related with positive abnormal for the 
targets on the announcement day. 
 Beitel and Schiereck (2001) examined the value conjectures of 98 large 
M&As of publicly traded European banks that occurred between 1985 and 2000. 
They found that there were significant positive cumulated abnormal returns   for the 
17 
 
entire sample of the shareholders of targets, which they studied for all time intervals. 
On the other hand, the shareholders of the bidding banks did not earn significant 
cumulated abnormal returns. 
4. Data Set and Methodology 
 According to the Literature Review section, the majority of previous studies 
on the subject focused on the analysis of bank mergers and acquisitions in the short 
run as well as in the long run. In order to perform our research, market data and 
accounting data are being used for the period 2001-2010. The purpose of the analysis 
is to define the short term as well as the long term effects of the corporate event, 
which in this case is the announcement of the M&A deal. The event study 
methodology is used in order to detect the short term reaction of the announcement of 
the deal, by calculating the abnormal as well as the cumulative abnormal returns for 
the stocks, for a 20-day period surrounding the date of the announcement of the M&A 
deal, which is considered to be day 0. After the calculations, the statistically 
significant results are examined in more detail, meaning in terms of economic 
interpretation as well as in defining their determinants, such as ROA, ROE and bank’s 
size (measured by total assets). In order to evaluate the long term effects of the M&A 
deals in terms of performance, liquidity, efficiency, asset quality and capital 
adequacy, key financial ratios are being used, such as return on assets, return on 
common equity, shareholders’ value, earnings per share and net income, by 
implementing the operating performance methodology.  
Data Collection  
 In order to perform the research, data was retrieved from Bloomberg 
Database. The sample selection was made by entering the following criteria into the 
database: 
• The date of announcement for the M&A Deal has to be within the period 
1/1/2001-31/12/2010. 
• The status of the M&A Deal is completed, instead of unconditional, pending 
or cancelled. 
• The bidders (acquirers) as well as the targets belong in the banking industry 
and have the same SIC code. 
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• Both bidders and targets are located in Europe (Eastern and Western). 
• The payment type of the transactions was by cash. This option was selected in 
order to create a sample of M&A deals which were settled in a direct way. 
• Both bidders and targets are public3, instead of private, in order to have the 
ability to retrieve all the market and fundamental data that are required for the 
analysis of the project. 
• The M&A deals are strictly cross border, instead of domestic. 
Sample Selection 
 The search criteria mentioned above gave a list of 48 M&A deals4. The 
dissertation focuses on the cross border M&A deals, in order to examine the banking 
sector of the European Union, instead of the situation in each European country 
separately. The cross border restriction mentioned above was imposed in order to 
examine the European environment, hence the factors that either facilitate or prevent 
M&A deals within the banking sector from happening.  Domestic M&As are linked to 
the banking environment of each country individually, which is not part of our 
analysis, and therefore needs to be ruled out. The abnormal returns of the stocks, for 
both acquirers and targets, are calculated by using the closing prices of the equities 
and their industry indices for 10 days before and after the announcement of the 
corporate event. These calculations focus on the short term effect that is caused by the 
announcement of a merger or an acquisition. Later on, fundamentals of the acquirers’ 
securities will be used, such as ROA, ROE, bank size and total assets, in order to 
assess the long term performance of the bidders.  
Descriptive Statistics of the Sample 
 Table 1 presents the final sample of the M&A deals that will be used in this 
study, which is 48 cross border deals, paid by cash, between European banks in the 
period 2001-2010, and how this sample is distributed throughout these years. What is 
easily observed is that from 2001 and later on, the number of the deals is increasing, 
since we already mentioned a tendency for more and more cross border deals within 
the borders of the European Union. This trend goes on until 2006 and then begins to 
decline, which becomes most obvious in the year 2008, which is the beginning of the 
economic crisis. The effect of the crisis is obvious in the next years to come (2009-
                                                          
3 In the current paper, public means listed in a stock exchange and does not refer to ownership. 
4 The list of the deals is in the Appendix section (Table 17). 
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2010), where there is an obvious decrease in the number of M&A deals that were paid 
by cash. 
 
 
 
Table 1 Distribution of the deals within 2001-2010 
 
 
 
 Table 2 includes the 48 M&A deals that the sample consists of. The deals are 
cross border, and the following Table shows the countries that came to an agreement 
in each deal. 
  
YEAR NUMBER OF DEALS % OF THE SAMPLE
2001 5 10,42%
2002 1 2,08%
2003 5 10,42%
2004 7 14,58%
2005 6 12,50%
2006 12 25,00%
2007 7 14,58%
2008 2 4,17%
2009 2 4,17%
2010 1 2,08%
SUM 48 100,00%
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Table 2 Cross border M&A deals  
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Event study Methodology 
 The purpose of this research is to capture the short term effects that the 
announcement of an M&A deal has on the stock prices of the targets and the acquirers 
as well. In order to accomplish that, the event study methodology is used. In our 
research we use the event study methodology for the examination of the short term 
reaction of the stock prices.  
Assumptions of the Event study analysis 
 The key principles, that the event study methodology complies with, is a 
number of assumptions concerning the market’s reactions to expected and unexpected 
events and the market’s behavior, in other words, the market’s efficiency. Event study 
methodology is applied to markets with the assumption that they are efficient. In an 
efficient market, the prices reflect all information available to the investors, who are 
supposed to behave rationally, and the prices’ reaction has to be quick and unbiased. 
According to the efficient market hypothesis, before the announcement of a corporate 
event, such as an M&A deal or a dividend payment, the abnormal returns of the stock 
should not be statistically significant, since this would be evidence of leakage of 
information or insider trading among the investors. After the event, the abnormal 
returns should also be indifferent than zero, because this could be a sign of the 
market’s inability to reflect the available information on the price of the security. The 
Abnormal Returns are potentially affected by five factors: the way that the new 
information is revealed to the market, the amount of information within the 
examination period, the reliability of the source of information, the required amount 
of time for the investor to have access to the new piece of information, and the 
investor’s ability to interpret the new information. 
Application of the Event Study Methodology 
 The main objective of this particular empirical approach is to detect and 
calculate the Average Abnormal Returns (AAR) and the Cumulative Abnormal 
Returns (CAAR) on a security’s stock prices. The statistically significant results 
around the announcement day reveal a significant market reaction to the 
announcement of a corporate event, which means that the market reacted in an 
efficient way. The time frame for the analysis is usually a 20-day period around the 
announcement day, meaning 10 days before and ten days after the announcement day. 
The AARs for each day are calculated separately, while CAARs are calculated for 
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specific event windows. An event window is a specific period, for which the impact 
of the event is measured, such as [-10,-1], meaning the period beginning 10 days 
before the deal and ending one day before the deal.  
Model application according to event study methodology 
 The Abnormal Returns are calculated by subtracting the expected returns 
(benchmarks) from the actual returns of the stock. Cording et al. (2010) stated that 
“Measures based on the event study method differ in terms of the length of the event 
window, the market portfolio benchmark used, allowance for stability of firm-specific 
betas and the method of calculating ARs”. The most commonly used benchmarks the 
Market Model, or M&M, (Sharpe, 1963), the Market Adjusted Model, the Capital 
Asset Pricing Model, or CAPM, and the Fama and French Three Factor Model (Fama 
and French, 1993). Approaches in calculating abnormal returns are also the 
Cumulative ARs (Fama et al. 1969), Buy and Hold ARs (Lyon et al., 1999) and 
Calendar Time ARs (Fama 1998).  
Empirical studies on the Event Study Methodology 
 The event study methodology has been applied since the 1970s in the M&A 
research (Martynova and Renneboog, 2008). According to Schwert (1983) and 
Dimson & Marsh (1986) the event studies should give great emphasis to size effects, 
especially when using CAPM models. Papadakis and Thanos (2010) claim that in a 
successful takeover, short term event study is used to conclude that abnormal returns 
for targets are large and positive, while the abnormal returns for acquirers are mixed. 
The gains for the target firms’ shareholders are statistically significant due to the large 
premium paid for the agreement (Bertrand and Zitouna, 2008). In some cases, the 
bidder of the deal has already had a percentage of share ownership in the target firm. 
As a result of that, the gains for the bidder are incorporated in the bidder’s share price 
and there are no statistically significant results in the event study (Halpern, 1983). 
Another important factor affecting the abnormal returns is “Size Effect” (Bruner, 
2002).  
Criticism on the event study methodology 
 The supporters of the event study claim that this methodology is a relatively 
objective public assessment, using data that are available to the public, hence they are 
easy to obtain, which makes possible to examine large samples. Moreover, the event 
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study depicts the influence of outside factors, and makes possible to study a cross-
section of firms. On the contrary, the methodology is criticized because its 
assumptions are violated in real life conditions. Another disadvantage of the method 
is that it assesses the expected synergy instead of the realized one. In addition to that, 
it cannot be used for private firms and does not take into account multiple motives for 
conducting an M&A deal.  
 In this study, the event study methodology is implemented so as to calculate 
the abnormal and cumulative abnormal returns of banks, which were involved in a 
merger or an acquisition, before and after the announcement of the agreement. The 
AARs and CAARs are calculated by using the Market Adjusted Model, and the 
Market Model.  
T-Student Test; Introducing the null hypothesis 
 In both the Market Model and the Market Adjusted Model, after calculating 
the AARs and CAARs, the results need to be tested for statistical significance. The 
null hypothesis H(0), and the alternative hypothesis H(a) are the following : 
H(0): AR=0 and H(a): AR≠0, 
For the abnormal returns. 
 Regarding the cumulative returns, the null hypothesis and the alternative 
hypothesis are: 
H(0): CAR=0 and H(a): CAR≠0 
 After calculating the t-statistics for AARs and CAARs, the values are 
compared to the critical value, which depends on the size of the degrees of freedom, 
and hence the size of the sample. When the empirical value is lower than the critical 
value of the t-student distribution, the null hypothesis is accepted; in the opposite 
case, when the empirical value exceeds the critical value of t-student distribution, the 
null hypothesis must be rejected, and the result is different than zero. 
The Market Model 
 The Market Model, as mentioned above, is one of the models used by the 
event study methodology. The purpose of implementing this model is to examine the 
market’s reaction to the announcement of the M&A deal. The abnormal returns of the 
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targets’ and acquirers’ are calculated in order to do that, as well as their statistical 
significance. The abnormal return is defined as the actual return of the stock less the 
return predicted by the firm’s beta coefficient, given the market return. The abnormal 
return represents the part of the stock’s return that is not predicted by the firm’s beta, 
which measures the market (or non-diversifiable) risk, and consequently is an 
estimate of the change in the firm’s value in one day, because of the announcement of 
the deal. The Market Model is widely used by researches, because of the fact that it 
takes into account the risk associated with the market. 
 In order to implement the model, the logarithmic returns of the stocks’ and 
their countries’ indices are calculated, using the formula: 
Rit = ln 
Pt
Pt-1
 (1) 
Where: Pt and Pt-1 denote the daily closing stock prices at day t and t-1.  
The market model is estimated as: 
     	 
   
Where: ARt: is the abnormal return on day t, t=--10, -9, …, +9, +10 
Rit: is the logarithmic return for the bidder’s or target’s security on day t 
a: is of the transaction pairs  
b: is the slope of the transaction pairs 
Rmt: is the logarithmic return for the relevant index m on day t 
 The intercept (a) and slope (b) of the model are calculated based on the stocks’ 
and the relevant indices’ logarithmic returns. In order to do that, the functions 
INTERCEPT and SLOPE in Excel are implemented on the stock and the index 
logarithmic returns for the time period [-250, -11]. 
The statistical significance of abnormal returns for the time period 10 days before and 
after the announcement date are tested by the formula: 
 

   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Where: 
AARt: is the average abnormal return on day t, t=-10, …, +10 
St.dev.t1: is the standard deviation of the AAR’s computed on the first calculation 
period “t1” (standard deviation of AARs from the 250th day until the 11th day before 
the announcement). 
Finally, the cumulative average abnormal returns (CAARs) are calculated for specific 
event windows within the same time period. CAARs measure the excess returns of 
equities due to the announcement of a corporate event and they are calculated as the 
sum of all previous abnormal returns over the observed period. The CAARs are 
computed for the following event windows: CAR [-10, +10], CAR [-10, -1], CAR[+1, 
+10], CAR [-5, +5], CAR[-5, -1], CAR[+1, +5], CAR[-1, +1], CAR[-1, 0]. The 
formula is the following: 
CARiT=ARi,t
T
t=1
 
The t-student statistic is used in order to check for statistical significance, and is 
calculated as such: 
 

    
! 
Where: CARt: is the cumulative abnormal return on day t 
St,dev.(AARt): is the standard deviation of the average abnormal return on day t 
T: is the number of days observed in CARt  
The Market – adjusted model 
 The Market adjusted model is another approach in order to examine and 
interpret the stock price reactions to M&A deals, by calculating the average abnormal 
returns both for the targets and for the acquirers of the deals (Brown & Warner, 
1980). The estimation period of interest is 21 days, which begins 10 days before the 
deal and ends 10 days afterwards. The announcement day is considered to be day 0. 
By using the daily closing prices (adjusted close), the logarithmic returns are 
calculated for the stocks and their corresponding market index, using formula (1).  
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 The average abnormal return for each day is calculated as the difference 
between the stocks’ logarithmic return and the logarithmic return of the index. The 
formula is the following: 
ARt= Rit- Rmt (6) 
Where: ARt : is the abnormal return on day t= -10, -9,…+9, +10 
Rit: is the logarithmic return for the bidder’s or target’s security on day t 
Rmt : is the logarithmic return for the respective index m on day t 
 The statistical significance of the abnormal returns is checked by calculating 
the t-student statistic for each return, by using the following formula: 
""  ##$%&'("##$%)* (7) 
Where: AARt : is the average abnormal return on day t, t= -10,…    +10 
St.dev.: is the standard deviation of the AAR’s on day t 
n: is the number of sample securities 
 Furthermore, the cumulative average abnormal returns (CAARs) are 
calculated for specific event windows within the same time period. The event 
windows are the same as in the previous model, and formula (4) is used once more.  
 The t-student statistic is used in order to check for statistical significance, by 
using formula (5). 
Multivariate (Regression) Analysis 
 In the previous two sections, the market model and the market adjusted model 
were presented, as well as the way of calculating the abnormal return of any security 
according to them. The statistically significant results must afterwards be pointed out, 
as well as their determinants. In order to accomplish that, the regression analysis must 
follow the previous procedures. A number of key financial and accounting figures are 
being used as independent variables, in order to explain and interpret the trends of the 
abnormal and cumulative abnormal returns.  Multivariate analysis is the tool for such 
statistical analysis, because it measures the relative contributions of a number of 
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variables for a single event. Several studies attempted to analyze the factors that 
explain the M&A success in the European banking industry (Beitel et al. 2003, 
Campa and Hernanod, 2006).  Table 3 presents the variables, which are used in the 
Regression Analysis. 
  
 
 
 
 
 
 
 As presented above, eight variables will be used in an attempt to explain the 
trends and movements of the abnormal returns. The intercept (INTi) and the slope 
(SLi) are the coefficients of the Market Model, calculated by implementing the 
functions INTERCEPT and SLOPE in Excel between the Log Returns of days (-250,-
11) of each security and the country index, respectively. The Return on Equity (ROEi) 
is a measure of profitability of a corporation, which is calculated as Net 
Income/Shareholders’ Equity and gives information on the amount of profit that a 
company generates by the money invested by the shareholders’. The Return on Assets 
(ROAi) is another measure of profitability of a company, which gives information on 
whether management is using the company’s assets efficiently or not. ROA is 
calculated as Net Income/Total Assets. Loans to Deposits ratio (LDi) is a financial 
ratio that measures a bank’s liquidity and is calculated as Bank Total Loans/Total 
Deposits. The higher the loans/deposits ratio is, the less the liquidity for the bank. 
Loans to Assets ratio (LAi) is another liquidity indicator, calculated as Bank Total 
Loans/Total Assets. Another variable used in the regression models is Target Size 
(TSi), which is calculated as the logarithm of the targets’ total assets. Finally, the 
Operating Margin (OMi) is an indicator of operating efficiency for a company, and is 
calculated as Operating Income/Total Sales. This ratio calculates the amount of the 
Intercept (Alpha Coefficient) INTi
Slope (Beta Coefficient) SLi
Return on Equity (ROE) ROEi
Return on Assets (ROA) ROAi
Loans to Deposits LDi
Loans to Assets LAi
Target Size TSi
Operating Margin OMi
Independent Variables
Table 3 Independent variables 
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company’s revenue that is left for the company after having paid the variable costs of 
production. 
 The dependent variables of the regression models are the Abnormal Returns, 
denoted by ARi, of the Market Model for the announcement day and the Cumulative 
Abnormal Returns, denoted by CARi,  of the Market Model for the event window [-1, 
0]. The dependent variables must reflect directly the effect of the announcement of the 
M&A deal on the securities’ prices, hence the selection of those specific variables. 
The regression analysis is imposed on the targets’ abnormal returns exclusively, since 
empirical evidence and past research concludes that the targets’ prices have 
significant and positive abnormal returns. 
Correlation Matrix 
 The regression analysis was conducted in E-views, where all the above 
mentioned variables were imported and furthermore examined. First things first, the 
correlation between the independent variables has to be measured, so as to avoid 
using highly correlated independent variables within the same regression model. The 
independent factors must not be highly correlated with one another, so as to avoid the 
effects of multicollinearity, which derives from the existence of a partial or even a 
perfect linear relationship between two independent variables. When two variables 
have a correlation coefficient higher than 80%, those two variables must not be used 
in the same regression model.  
Regression Models 
 Having taken the restrictions of the correlation matrix into account, the next 
step is to perform regression models and examine the statistically significant 
determinants of the abnormal returns. Those results will provide information on how 
and to which extent the dependent variables are affected. This procedure concluded 
with five regression models: 
Model 1: ARi= b1*INTi+ b2*LDi+ b3*OMi+ b4*ROEi +b5*SLi  
Model 2: ARi= b1*INTi +b2*TSi +b3*LAi +b4*LDi +b5*OMi +ROAi +b6*SLi 
Model 3: CARi= b1*LDi+ b2*ROAi+ b3*SLi 
Model 4: CARi= b1*LAi+ b2*LDi+ b3*OMi +b4*SLi 
Model 5: CARi= b1*LDi+ b2*OMi+ b3*ROEi+ b4*SLi 
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 The above mentioned regression models are implemented with the Method of 
Least Squares (OLS Method), taking into account White’s heteroskedasticity 
consistent standard errors and covariance. This option is selected in order to avoid a 
reflection of the heteroskedastic residuals on the models. Instead, the 
heteroskedasticity-consistent standard errors are used so as to allow the fitting of a 
model that does contain heteroskedastic residuals.  
Null and Alternative Hypothesis; The test of joint significance 
The null hypothesis (H0) for every independent variable is the following: 
H (0): bi=0, 
While the alternative hypothesis (Ha) is the following: 
H (a): bi≠0, 
meaning that for each independent variable the question is whether its coefficient is 
different than zero or not. The critical values for each variable’s probability are 0.1, 
0.05, and 0.01 for significance at 10%,5% and 1% respectively. The same goes for the 
entire regression itself; in this case the question under investigation is whether the 
regression itself is different than zero or not. The multiple hypothesis testing, or the F-
Test is implemented in this case. The null hypothesis H(0) is expressed as  
H (0): b1= b2= … =bn =0, 
while the alternative hypothesis H(a) is the following: 
H (a): b1≠0 or 
         b2≠0 or … 
         bn≠0 
This procedure is also known as the test of joint significance. The probability of the F- 
statistic will be used in this case as well, in order to determine the level of 
significance of the regression models. The critical values for the F-statistic’s 
probability are the same as before. In both cases, either the significance of one 
variable, or the significance of the entire regression is examined, every time the 
probability is lower than the level of significance, the null hypothesis is rejected, and 
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the alternative is accepted. In the opposite situation, when the empirical value exceeds 
the level of significance, the null hypothesis is accepted and there is no statistical 
significance. 
Introduction to operating performance methodology 
 In this section, the research interest lies in the post acquisition performance of 
the bidding firms of the sample. The post acquisition performance is examined 
through the collection and analysis of key financial and accounting indicators, which 
reflect the companies’ profitability, liquidity, leverage and operating performance. 
The data used in this part of the empirical analysis was collected from Bloomberg 
Database, and their selection was based on prior literature on the subject, which is 
presented below, and also depended on the data’s availability.  
 Post–acquisition performance of the bidding companies has been examined in 
numerous studies in the past, on financial indicators of operating performance, 
profitability, liquidity and leverage. Agrawal et al. (1992) concluded in their research 
that the acquirers have significant losses in the post acquisition period. The research 
of Rau and Vermaelen (1998) lead to the same conclusion; the post acquisition period 
seems rather detrimental for the bidding firms. Similar results gave the research of 
Becalli and Franz (2009), which concluded that there are noticeable losses for the 
bidders’ profits and return on equity.  
 Operating performance methodology is based on the measurement and 
analysis of financial and accounting data, by calculating the mean and median change 
for a number of time periods before and after the corporate event. In the current 
analysis, these time periods are from year -1 to year +1, from year -1 to year +2, from 
year -2 to year +1, and from year -2 to year +2. After calculating the mean and 
median change of the indicators that will be mentioned below, the t student test is 
performed in order to detect the statistically significant changes for each time period. 
The next step is the economic interpretation of the statistically significant results, 
which is done in the empirical analysis section of the project. 
Equality of means and medians testing; the null hypothesis 
  In order to calculate the mean and median change in the financial indicators 
that were mentioned in the previous section, the tests of equality of means and 
medians in Eviews are performed. Data from two years before the announcement of 
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the M&A deals to two years after the announcement of the deals are imported in 
Eviews and then are tested for equality of means and medians. The changes in means 
and medians are calculated as percentages and are tested for statistical significance. 
The probability of the t-test is used in order to check for the significance of the means, 
while the probability of the Wilcoxon/Mann-Whitney test is used in order to check for 
the significance of the medians. The null hypothesis for the t-testing of the means is 
the following: 
H (0): mean=0, while the alternative hypothesis is: H (a): mean≠0 
The same goes for the medians. The null hypothesis for the t-testing of the medians is 
the following: H (0): median=0, while the alternative hypothesis is: H (a): median≠0. 
The probabilities are used in order to accept or reject the null hypothesis. When the 
empirical value is lower than 0.1, 0.05 and 0.01, the result is significant at the level of 
10%, 5%, and 1%, respectively. 
Data Presentation 
 In the following paragraphs, the financial and accounting data that are 
employed for  the analysis are presented. 
 In finance, an asset is an item of economic value, and the firm’s total assets 
include the company’s property, that is consisted either of items that can be converted 
to cash in the short run (current assets), or of items that can be converted into cash in 
the long run (long-term assets and fixed assets). A firm’s total assets are the sum of 
the company’s items of economic value, which measure the firm’s size. In this part of 
the analysis, the firm’s size is measured by the logarithm of the total assets, in order to 
focus on the change in assets from one year to another, since the data is annual, and 
not to emphasize on the absolute values of the total assets. Total liabilities plus 
common equity is the sum of a firm’s sources of funds, and total assets represent the 
use of these funds. 
 Total Debt to Total Assets, or also known as debt ratio, measures a company’s 
leverage. It is calculated by dividing the company’s total liabilities to its total assets, 
and determines the amount of the company’s assets that is financed by debt and not 
by stockholders. A high debt ratio is profitable to shareholders, as long as the rate of 
return on equity is greater than the interest rate paid to shareholders. On the other 
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hand, the higher the debt ratio, the higher the probability is that the company will fall 
behind on interest payments. A desirable debt ratio for a company is below 0.5, while 
a debt ratio higher than 0.5 characterizes the corresponding company as a highly 
leveraged one. 
 Common Equity to Total Assets, or also known as equity ratio, measures the 
level of leverage used by a company. The equity ratio gives the amount of the 
company’s total assets, which is funded by shareholders, instead of creditors. A low 
equity ratio is beneficial to shareholders, as long as the company earns a rate of return 
on asset higher than the interest rate paid to the creditors. On the other hand, a high 
equity ratio provides security to shareholders in the event a company is liquidated, 
since most of the assets are financed by equity and not by debt.5 
 The net loans to total asset ratio measures the amount of loans outstanding as a 
percentage of total assets. This ratio is another risk indicator, and in the case of a 
bank, the higher the ratio, the more leveraged the bank is, and the lower its liquidity. 
A high net loan to total assets ratio is an indicator that the bank is exposed to a high 
probability of default.  
 Return on Equity is a profitability ratio, which measures the return gained by 
the investors, for each unit of equity that was invested. It is calculated by dividing Net 
Income minus preferred dividends to the Shareholders’ Equity.  
 Return on asset is another metric for a firm’s profitability, which is calculated 
by dividing the firm’s net income to its total assets. The higher the return on equity 
and the return on assets, the higher the gains are for the shareholders.  
 Debt to Equity ratio is a capital structure ratio, which measures the amount of 
debt a company has for each unit of equity that was invested by the shareholders. It is 
another indication of leverage, which reveals the structure of a company’s capital, 
meaning the percentage of participation of debt and equity to the total capital of the 
firm.  
 Total Loans to Total deposits, or also known as LTD ratio, is a metric for 
assessing a bank’s liquidity. It is calculated by dividing the total loans of a bank to its 
                                                          
5The explanation is that in case of default, the company is obliged to pay its debtors first. 
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total deposits. The higher the LTD ratio is, the lower the bank’s liquidity is, which 
implies that the bank is exposed to the probability of being unable to honor its 
obligations. The lower the LTD ratio, the less efficient the bank’s money management 
is. 
5. Empirical Results for Event study methodology, regression 
analysis and operating performance methodology 
T-student distribution and critical values 
 Before presenting and interpreting the results of both models, the procedure of 
t-testing needs to be explained. For each abnormal and cumulative abnormal return, in 
both models, a t-student value is calculated. The time period of interest is the 
abnormal returns for days -10 to +10, while the event windows for the cumulative 
abnormal returns are [-10, +10], [-10, -1], [+1, +10], [-5, +5], [-5, -1], [+1, +5], [-1,-1] 
and [-1, 0]. Every empirical t-student that is calculated is then compared to the critical 
value. The t-student distribution table provides the critical values for any sample size. 
The degrees of freedom are N-1, where N is the number of observations. According to 
this rule, the appropriate critical value is selected each time. 
Market Model returns 
 The research focuses on two different samples; the one consists of all the 
targets of the sample, and the other one includes all the bidders of the sample. Due to 
lack of market data, the number of targets and bidders under investigation is 38 and 
48, respectively. The Market Model AARs and CAARs were calculated according to 
the methodology described in the previous section. Table 4 summarizes the results of 
the Abnormal Returns for both targets and bidders. 
 
 
 
 
  
34 
 
 
 According to the Market Model, the targets’ abnormal returns on the 
announcement day of the event were positive and significant, while the acquirers had 
negative abnormal returns on day 3 and positive abnormal returns on day 7. For the 
targets, who are 38, the degrees of freedom are 37. The critical t-statistic values, 
according to the distribution table, are approximately 1.684, 2.021 and 2.7046 for 
statistical significance at 10%, 5%, and 1%, respectively7. The positive returns for the 
targets are significant at the level of 1%, according to the critical value. For the 
bidders, who are 48, the degrees of freedom are 47. The critical t-statistic values, 
according to the distribution table, are approximately 1.676, 2.009 and 2.6788 for 
statistical significance at 10%, 5%, and 1%, respectively. The significant abnormal 
returns for the acquirers on both days are significant at the level of 10%, according to 
the critical value.  
                                                          
6 The critical values are actually for 40 degrees of freedom. Those values are used because the degrees 
of freedom are as close as possible to the sample under investigation. 
7 *, **, *** denote statistical significance at 10%, 5% and 1% respectively. 
8 The critical values are actually for 50 degrees of freedom. Those values are used because the degrees 
of freedom are as close as possible to the sample under investigation. 
AR% T-STATISTIC AR% T-STATISTIC
-10 0.429% 0.24 0.243% 0.89
-9 -0.431% -0.25 -0.281% -1.03
-8 -0.342% -0.20 -0.172% -0.63
-7 0.006% 0.00 -0.193% -0.71
-6 -0.179% -0.10 0.256% 0.94
-5 0.023% 0.01 0.132% 0.48
-4 0.391% 0.22 0.063% 0.23
-3 0.015% 0.01 -0.159% -0.58
-2 0.504% 0.29 -0.366% -1.34
-1 0.729% 0.42 -0.121% -0.44
0 5.880% 3.35 *** 0.045% 0.17
1 -0.977% -0.56 -0.002% -0.01
2 -0.002% 0.00 -0.106% -0.39
3 0.755% 0.43 -0.517% -1.90 *
4 0.715% 0.41 0.458% 1.68
5 -0.246% -0.14 0.210% 0.77
6 -0.526% -0.30 -0.092% -0.34
7 0.115% 0.07 0.501% 1.84 *
8 -0.439% -0.25 -0.082% -0.30
9 -0.165% -0.09 0.050% 0.18
10 -0.132% -0.08 0.000% 0.00
TARGETS ACQUIRERS
MARKET MODEL
Table 4 ARs according to the Market Model 
  Regarding the cumulative abnormal returns, the results for both targets and 
acquirers are summarized in Table 5 below. 
 
 
 
 
 
 
 
 
 T
before. T
+1] and
positive
Market
 T
method,
acquirer
the abno
 
 
 
CAR% T-STATISTIC CAR% T-STAT
CAR (-10 +10) 6.123% 0.76 -0.001 -0.11
CAR (-10 -1) 1.145% 0.21 -0.006 -0.69
CAR (+1 +10) -0.901% -0.16 0.004 0.49
CAR (-5 +5) 7.788% 1.34 -0.004 -0.40
CAR (-5 -1) 1.663% 0.42 -0.004 -0.74
CAR (+1 +5) 0.245% 0.06 0.000 0.07
CAR (-1 +1) 5.632% 1.85 * -0.001 -0.16
CAR (-1 0) 6.609% 2.66 ** -0.001 -0.20
ACQUIRERS
MARKET MODEL
TARGETSTable 5 CARs according to the Market Model 35 
he critical values for the targets and the acquirers as well, are the same as 
he statistically significant results are for the targets on the event window [-1, 
 [-1, 0], for significance at 10% and 5%, respectively. Both intervals produced 
 returns. The bidders had no statistically significant results.  
 Adjusted Model returns 
he market adjusted model, following a procedure similar to the market model 
 generated abnormal and cumulative abnormal returns for the targets and the 
s. The sample sizes are the same as in the previous section. Table 6 presents 
rmal returns according to the market adjusted model. 
 
36 
 
. 
 
 According to Table 6, the targets had significant and positive abnormal returns 
on day -4, 0, and 3. For the acquirers, the significant returns occurred on days -9, 4 
and 7. The critical values are the same as in the previous model, since the number of 
observations of each sample has not changed. For the targets, day -4 had significant 
abnormal returns for the level of 1%, while days 0 and 3 were significant for the level 
of 10%. The abnormal returns for the bidders were negative on day -9 and significant 
at 5%, were positive on day 4 and significant at 5%, and were positive and significant 
at 10% for day 7. 
  
AR% T-STATISTIC AR% T-STATISTIC
-10 0.422% 0.69 0.210% 1.05
-9 -0.334% -0.84 -0.304% -2.05 **
-8 0.044% 0.14 -0.185% -0.85
-7 0.425% 1.42 -0.221% -0.83
-6 -0.018% -0.04 0.220% 0.86
-5 0.108% 0.29 0.107% 0.60
-4 1.102% 3.11 *** -0.004% -0.02
-3 0.117% 0.33 -0.220% -1.33
-2 0.576% 1.57 -0.317% -1.51
-1 0.587% 1.13 -0.171% -0.86
0 5.078% 1.98 * -0.044% -0.18
1 -0.694% -1.05 0.050% 0.28
2 -0.163% -0.39 -0.018% -0.06
3 0.780% 1.96 * -0.395% -0.89
4 0.682% 1.48 0.494% 2.16 **
5 -0.116% -0.25 0.182% 0.97
6 -0.417% -0.57 -0.161% -0.80
7 0.126% 0.51 0.485% 1.73 *
8 -0.132% -0.61 -0.052% -0.25
9 -0.087% -0.39 0.064% 0.35
10 -0.222% -0.47 0.021% 0.12
TARGETS ACQUIRERS
MARKET ADJUSTED MODEL
Table 6 ARs according to Market Adjusted Model 
  The cumulative abnormal returns were also calculated according to the market 
adjusted model and are presented on Table 7 below for both the targets and the 
acquirers. 
 
 The statistically significant cumulative abnormal returns for the targets 
occurred on the intervals [-5, +5], [-1, +1] and [-1, 0]. All returns are positive and 
statistically significant at 5%, 5% and 1%, respectively. The bidders had no 
statistically significant results. The critical values of the t-statistic were the same as in 
the previous cases. 
Interpretation of the significant results 
 In order to give the economic interpretation of the stock prices’ movements 
and the market’s reaction to the announcement of the M&A deals, the two samples, 
mean e 8 
summ
 
 
 
CAR% T-STATISTIC CAR% T-STATISTIC
CAR (-10 +10) 7.864% 1.47 -0.259% -0.23
CAR (-10 -1) 3.029% 0.82 -0.885% -1.16
CAR (+1 +10) -0.243% -0.07 0.671% 0.88
CAR (-5 +5) 8.058% 2.09 ** -0.335% -0.42
CAR (-5 -1) 2.491% 0.96 -0.605% -1.12
CAR (+1 +5) 0.489% 0.19 0.314% 0.58
CAR (-1 +1) 4.971% 2.47 ** -0.165% -0.40
CAR (-1 0) 5.666% 3.44 *** -0.215% -0.63
TARGETS ACQUIRERS
MARKET ADJUSTED MODEL
Table 7 CARs according to Market Adjusted Model 
 ing the targets and the bidders, need to be examined separately. Tabl
arizes the abnormal returns of the targets, according to both market models. 37 
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Table 8 ARs for targets according to both models 
 It is easy to observe that the two models are in accordance with each other. By 
taking a look at the changes in the abnormal returns, which are expressed as a 
percentage, one can notice that the two models agree in the figures, with a little 
deviation between the numbers, since the returns are calculated in a slightly different 
way. As far as the statistical significance of the results, the most basic observation is 
that both models produce a significant return on the announcement day. This result is 
in compliance with the efficient market hypothesis, meaning that the market reacted 
to the new information immediately, producing positive and high abnormal returns. 
According to the market adjusted model days -4 and 3 are also significant, which 
could be attributed to the fact that some other announcement might have taken place 
and affected the abnormal returns. The sample is contaminated, meaning that other 
corporate events, such an announcement regarding dividends, or stock splits, have not 
been taken into account for the period [-10, +10]. Bearing that in mind, these 
abnormal returns could be justified. 
AR% T-STATISTIC AR% T-STATISTIC
-10 0.429% 0.24 0.422% 0.69
-9 -0.431% -0.25 -0.334% -0.84
-8 -0.342% -0.20 0.044% 0.14
-7 0.006% 0.00 0.425% 1.42
-6 -0.179% -0.10 -0.018% -0.04
-5 0.023% 0.01 0.108% 0.29
-4 0.391% 0.22 1.102% 3.11 ***
-3 0.015% 0.01 0.117% 0.33
-2 0.504% 0.29 0.576% 1.57
-1 0.729% 0.42 0.587% 1.13
0 5.880% 3.35 *** 5.078% 1.98 *
1 -0.977% -0.56 -0.694% -1.05
2 -0.002% 0.00 -0.163% -0.39
3 0.755% 0.43 0.780% 1.96 *
4 0.715% 0.41 0.682% 1.48
5 -0.246% -0.14 -0.116% -0.25
6 -0.526% -0.30 -0.417% -0.57
7 0.115% 0.07 0.126% 0.51
8 -0.439% -0.25 -0.132% -0.61
9 -0.165% -0.09 -0.087% -0.39
10 -0.132% -0.08 -0.222% -0.47
MARKET ADJUSTED MODELMARKET MODEL
  The cumulative abnormal returns for the targets calculated by both models are 
summarized in Table 9 below. 
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CAR% T-STATISTIC CAR% T-STATISTIC
CAR (-10 +10) 6.123% 0.76 CAR (-10 +10) 7.864% 1.47
CAR (-10 -1) 1.145% 0.21 CAR (-10 -1) 3.029% 0.82
CAR (+1 +10) -0.901% -0.16 CAR (+1 +10) -0.243% -0.07
CAR (-5 +5) 7.788% 1.34 CAR (-5 +5) 8.058% 2.09 **
CAR (-5 -1) 1.663% 0.42 CAR (-5 -1) 2.491% 0.96
CAR (+1 +5) 0.245% 0.06 CAR (+1 +5) 0.489% 0.19
CAR (-1 +1) 5.632% 1.85 * CAR (-1 +1) 4.971% 2.47 **
CAR (-1 0) 6.609% 2.66 ** CAR (-1 0) 5.666% 3.44 ***
MARKET MODEL MARKET ADJUSTED MODELTARGETSTable 9 CARs for targets according to both models 39 
 
The results from both models lead to the same conclusions; the most crucial 
tervals in the analysis, the ones surrounding the event, are in both cases different 
an zero. Those intervals are [-1, +1] and [-1, 0]. The economic interpretation is in 
reement with the efficient market hypothesis. As far as the market adjusted model is 
ncerned, the interval [-5, +5] is also significant, which makes sense since the 
normal returns of the same model had two more days statistically significant within 
is interval. The interpretation of this result is, as mentioned before, due to some 
her corporate event, or even due to partial leakage of information.  
 
  The statistically significant results of the abnormal returns for the acquirers are 
presented in Table 10 below. 
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AR% T-STATISTIC AR% T-STATISTIC
-10 0.243% 0.89 0.210% 1.05
-9 -0.281% -1.03 -0.304% -2.05 **
-8 -0.172% -0.63 -0.185% -0.85
-7 -0.193% -0.71 -0.221% -0.83
-6 0.256% 0.94 0.220% 0.86
-5 0.132% 0.48 0.107% 0.60
-4 0.063% 0.23 -0.004% -0.02
-3 -0.159% -0.58 -0.220% -1.33
-2 -0.366% -1.34 -0.317% -1.51
-1 -0.121% -0.44 -0.171% -0.86
0 0.045% 0.17 -0.044% -0.18
1 -0.002% -0.01 0.050% 0.28
2 -0.106% -0.39 -0.018% -0.06
3 -0.517% -1.90 * -0.395% -0.89
4 0.458% 1.68 0.494% 2.16 **
5 0.210% 0.77 0.182% 0.97
6 -0.092% -0.34 -0.161% -0.80
7 0.501% 1.84 * 0.485% 1.73 *
8 -0.082% -0.30 -0.052% -0.25
9 0.050% 0.18 0.064% 0.35
10 0.000% 0.00 0.021% 0.12
MARKET ADJUSTED MODELMARKET MODELTable 10 ARs for acquirers according to both models 40 
The values of the abnormal returns of the two models are in agreement with 
her, bearing in mind that they were calculated by slightly different formulas. 
ing the statistical significance, it is observed that the days of significant results 
agree in all cases, and the level of significance is 10% three out of five times. 
r important note is that in both models the most crucial days of the analysis, 
, 0 and +1, are not different than zero. The interpretation of such results is that 
ouncement offered no gain or loss to the acquirers. Regarding the significant 
 one explanation could be that the sample is contaminated by other corporate 
that occurred in that period of time. The cumulative abnormal returns of the 
rs are not furthermore analyzed, since no model gave significant results. 
 
 The results of the current study are in agreement with the previous literature. 
The results of previous surveys are that the targets have significant gains around the 
announcement day of M&A deals, while the acquirers have no significant returns, 
according to Beitel and Schiereck (2001) and Cybo Ottone and Myrgia (2000). The 
research of Isamil and Davidson (2005) reach the same conclusion, and 
Asimakopoulos and Athanasoglou (2009) found that  abnormal returns of the targets 
create significant value at the announcement date, which is 2,01% and 2,03%, while 
for the CAR s of the interval (-20, +20) is 8, 03%. 
Empirical results of the Multivariate (Regression) Analysis 
Correlation Matrix 
 The independent variables that were chosen for this part of the analysis are 
Return on Equity (ROEi), Return on Assets (ROAi), Loans to Deposits (LDi), Loans 
to Assets(LAi), Target Size (TSi), measured as the logarithmic returns of Total Assets, 
Operating Margin (OMi), the Intercept (INTi) of the Market Model and the Slope 
(SLi) of the Market Model. All the independent variable data was retrieved from 
Bloomberg Database, except for the Intercept and Slope of the Market Model, which 
were calculated by the procedure mentioned in the previous section. The correlation 
matrix provides information on the correlation between each pair of the independent 
variables. Each pair, whose correlation coefficient exceeds 80%, is ruled out of the 
regression models. Table 11 below summarizes the correlation coefficients between 
the independent variables, which were imported in E views. 
Intercept Total Assets Loans/Assets Loans/Deposits Oper. Margin Roa Roe Slope
Intercept 1
Total Assets -0.068156 1
Loans/Assets -0.264011 0.136122 1
Loans/Deposits -0.298408 0.384489 0.636995 1
Oper. Margin -0.07895 -0.285553 0.192943 0.189835 1
Roa -0.119976 0.031218 0.336305 0.098194 0.213548 1
Roe -0.1857 0.129282 0.311541 0.245164 0.458628 0.902779 1
Slope 0.589545 -0.072721 -0.267292 -0.005557 -0.109218 -0.19718 -0.216427 1Table 11 Correlation Matrix of the independent variables 41 
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 The correlation coefficients between the independent variables reveal the 
partial or perfect linear relationship existing between each pair. Our interest lies in the 
value of each correlation coefficient in absolute values. A correlation coefficient can 
receive values from -1, which is the perfect negative correlation, to +1, which is the 
perfect positive correlation. The absolute value of the correlation coefficient reveals 
the percentage of correlation between the two variables. In order to avoid linear 
relationships in the regression models, pairs of independent variables, which are 
correlated more than 80%, are excluded from the regression models, meaning that the 
two variables are not used in the same regression model. According to Pearson’s 
correlation coefficient (Zou, Tuncali, and Silverman, 2003), any correlation above 
80% is characterized as strong. According to the correlation matrix, there is one 
restriction that has to be imposed: The Return on Equity (ROEi) and the Return on 
Assets (ROAi) must not be used in the same regression model, since the two are 
highly correlated; their correlation coefficient is equal to 0.903 (approximately 90%).  
Regression Models 
 Taking into account the correlation between the independent variables, the 
regression analysis concluded with five regression models, which are presented in 
Table 12 below9. The sample data were selected according to the criteria mentioned 
above. The narrow down procedure followed in the sampling process resulted into the 
numbers obtained. The slight differences that are noticed reflect the narrowing down 
mentioned above. These results couldn’t be significantly different from each other 
considering the specific sampling criteria used in order for the research to be focused 
on a certain specified pile of data with common grounds. 
 
  
                                                          
9 As *, ** are denoted the statistically significant results for 10%, 5% respectively.  
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Dependent Variable 
AR 
MARKET
_0 
AR 
MARKET
_0 
CAR 
MARKET 
[-1,0] 
CAR 
MARKET 
[-1,0] 
CAR 
MARKET 
[-1,0] 
Ind. Variables 
 
Model 1 Model 2 Model 3 Model 4 Model 5 
INTERCEPT 5.420446 
(0.0433)** 
6.263390 
(0.0247)** 
3.038854 
(0.3689) 
  
SLOPE -0.057063 
(0.0154)** 
-0.065907 
(0.0109)** 
-0.048697 
(0.1326) 
-0.035425 
(0.2255) 
-0.035608 
(0.2245) 
ROE -0.000222 
(0.8261) 
  -0.001165 
(0.3034) 
 
ROA  
 
0.005712 
(0.5596) 
-0.010654 
(0.3305) 
  
LOANS/DEPOSITS 0.000903 
(0.0017)** 
0.001230 
(0.0044)** 
0.000792 
(0.0467)** 
0.000773 
(0.0394)** 
0.000857 
(0.0695)* 
LOANS/ASSETS  
 
-0.000787 
(0.5961) 
  -0.000916 
(0.5642) 
TARGET SIZE  
 
-0.015376 
(0.1419) 
   
OPER. MARGIN -0.000101 
(0.3495) 
-0.000187 
(0.0936)* 
 -8.41Ε-05 
(0.0992)* 
-0.000132 
(0.0024)** 
      
R – Squared 0.388392 0.446763 0.300963 0.315194 0.295540 
Adjusted R - Squared 0.266070 0.278387 0.193419 0.209839 0.187162 
Prob. (F - Statistic) 0.023541** 0.036270** 0.046752** 0.037131** 0.050951* 
Observations 31 31 31 31 31 
Table 12 Regression models for targets 
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 The first two regression models (1 and 2) provide valuable information on the 
determinants of the Abnormal Returns according to the Market Model, whereas the 
remaining three models (3, 4, and 5) reveal the explanatory variables for the 
Cumulative Abnormal Returns according to the Market Model, for the Event Window 
[-1, 0]. The first figure for every independent variable in Table 12 is the coefficient of 
each variable, while the number in the parenthesis is the probability of the 
determinant, according to which conclusions are drawn concerning the statistical 
significance of each one. Other key figures regarding the regressions are the R-
squared and the adjusted R-squared, both of which measure the degree of variability 
of the dependent variable that is due to the variability of the independent variables.  
Another piece of information provided in Table 12 is the number of observations in 
each model, which is always 31.  
Regression Model results and interpretation 
 Model 1 takes into account five independent variables: The intercept, the 
slope, return on equity, operating margin and loans to deposits. The intercept, the 
slope and loans to deposits are statistically significant, all three of them at 5%. The 
intercept and loans to deposits have a positive (or direct) relationship to the abnormal 
returns, while the slope has an inverse (or negative) relationship to them. The 
interpretation for each significant coefficient is that if the statistically significant 
variable has a change of 1 unit, the dependent variable will be affected as many times 
as the value of the independent variable’s coefficient. The regression is statistically 
significant at a level of 5%, since the probability of the F-statistic is lower than 0.05. 
 Model 2 includes seven independent variables: The intercept, the slope, the 
targets’ size, loans to assets, loans to deposits, the operating margin, and return on 
assets. The significant variables, which have a direct relationship to the abnormal 
returns, are the intercept and the loans to deposits ratio. The significant variables, 
which have an inverse relationship to the abnormal returns, are the slope and the 
operating margin. The regression is statistically significant at the level of 5%. 
 The conclusion from the analysis so far is that the two models are consistent to 
one another regarding the conclusions concerning the intercept, the slope, and the 
loans to deposits ratio. The difference between the two models is that by removing 
Return on Equity from the equation, and by introducing Return on Assets, Target Size 
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and Loans to Assets ratio, a new determinant of the abnormal returns is revealed: the 
operating margin is also statistically significant in this model.  
 Model 3 has the intercept, the slope, the return on assets, and loans to deposits 
as independent variables. According to this model, the explanatory variable for the 
Cumulative abnormal returns is Loans to Deposits ratio, while the relationship 
between the two is a direct one. The probability of the model’s F statistic is lower 
than 0.05, so we reject once more the null hypothesis and conclude that it is 
significant at 5%. 
 By introducing to the previous model return on equity and operating margin, 
and removing the intercept and return on assets, Model 4 is produced. After 
performing these changes in the variables, another significant variable comes up; the 
operating margin, which has an inverse relationship to CARs, according to its 
coefficient. Loans to Deposits remain significant and the relationship with CAR 
remains direct. Model 4 is in accordance with Model 3, regarding the conclusions for 
Loans to Deposits ratio, and significant at 5%.  
 Model 5 is a modification to Model 4. It is produced by replacing Return on 
Equity with Loans to Assets ratio. The results of this Model are in harmony with the 
previous one; the significant variables are the same, and the variables’ signs remain 
the same as well. This model is significant at 10%, since the F statistic’s probability is 
higher than 0.05, but lower than 0.1. 
 The conclusion for the three final models is that their results are in agreement 
and do not contradict one another.  
 The regression analysis of the current paper reaches conclusions that are in 
accordance with prior literature, which refers to value creation for the targets’ 
shareholders (Cybo-Ottone and Myrgia, 2000 and Beitel and Schiereck, 2001).  
Empirical Analysis on the Post Acquisition Performance 
 In order to analyze the post acquisition performance of the bidding firms of 
the sample, financial and accounting indicators of the companies are employed. These 
indicators are the size of the banks (LN_TA), measured by the logarithm of total 
assets, total debt to total assets (TD/TA), common equity to total assets (CE/TA), net 
 loans to total assets (NL/TA), return on equity (ROE), return on asset (ROA), total 
debt to common equity (TD/CE) and total loans to total deposits (TL/TD).  
 The time periods of the analysis, in order to capture any post acquisition 
effects are years [-1, +1], [-2, +1], [-1, +2], and [-2, +2]. The mean and median 
changes are calculated in Eviews, as well as the probabilities of every change. The 
results of the tests of equalities in means and medians are presented in the following 
four Tables10: 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
                  
10 *, **, an
Mean Change P-value Median Change P-value
LN(TA) 2.07% 0.422 4.52% 0.265
TD/TA 4.89% 0.609 -0.16% 0.716
CE/TA 5.01% 0.638 19.42% 0.665
NL/TA 5.61% 0.432 10.61% 0.407
ROE -6.69% 0.615 -18.37% 0.093 (*)
ROA 1.07% 0.963 -9.38% 0.462
TD/CE 1.23% 0.934 -11.57% 0.965
TL/TD 7.47% 0.490 11.78% 0.431
Year  -1 to Year +1
Mean Change P-value Median Change P-value
LN(TA) 3.65% 0.144 4.52% 0.087 (*)
TD/TA 5.73% 0.542 -13.88% 0.836
CE/TA 5.01% 0.647 7.12% 0.644
NL/TA 6.93% 0.355 13.49% 0.247
ROE -41.29% 0.045 (**) -17.28% 0.033 (**)
ROA -29.85% 0.229 -23.44% 0.085 (*)
TD/CE 17.45% 0.474 -14.80% 0.850
TL/TD 9.17% 0.431 6.20% 0.449
Year  -1 to Year +2Table 14 Mean and Median changes and p-values from -1 to +2 
 Table 13 Mean and Median changes and p-values from -1 to +1 46 
 
                                        
d *** denote level of significance at 10%, 5%, and 1%, respectively. 
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Mean Change P-value Median Change P-value
LN(TA) 3.39% 0.188 5.05% 0.118
TD/TA 8.54% 0.377 12.54% 0.392
CE/TA 10.28% 0.291 19.89% 0.522
NL/TA 2.88% 0.682 5.50% 0.568
ROE 2.77% 0.857 -16.78% 0.421
ROA 14.88% 0.503 -4.80% 0.958
TD/CE 7.93% 0.587 -11.99% 0.802
TL/TD 9.72% 0.368 9.08% 0.373
Year  -2 to Year +1
Mean Change P-value Median Change P-value
LN(TA) 4.97% 0.048 (**) 5.05% 0.030 (**)
TD/TA 9.39% 0.324 -1.18% 0,411
CE/TA 10.28% 0.311 7.60% 0.431
NL/TA 4.20% 0.569 8.38% 0.426
ROE -31.83% 0.165 -15.70% 0.114
ROA -25.45% 0.571 -18.86% 0.223
TD/CE 24.15% 0.331 -15.22% 0.989
TL/TD 11.42% 0.326 3.49% 0.421
Year  -2 to Year +2Table 16 Mean and Median changes and p-values from -2 to +2 Table 15 Mean and Median changes and p-values from -2 to +1 47 
tion of the results 
oncerning the size of the firms, measured as the logarithm of total assets, 
s positive change in the time period [-1, +2], significant at 10%, and a 
change in mean and median in the time period [-2, +2], both significant at 
 results of the t-tests are as expected, since the acquisition of a new financial 
expected to increase the size of a firm. 
otal Deposits to Total Assets had non-significant positive changes in means 
significant changes in medians. In this case, the null hypothesis is accepted in 
gures; the results are statistically indifferent than zero. The fact, that there is 
ficant change in means and medians, possibly means that the effect of the 
 event has not affected this indicator of liquidity yet. 
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 In all four time periods Common Equity to Total Assets has an increase, which 
is not statistically significant. The null hypothesis is accepted in all mean and median 
changes for this ratio, and the conclusion is that two years after the M&A deal, there 
is no significant impact on this indicator of leverage.  
 Net Loans to Total Assets have increased in all four time periods of the 
analysis; however, the increases are not statistically significant. This indicator of 
leverage is also not affected yet by the corporate event. 
 Return on Equity had a significant negative change in median in the time 
period (-1, +1), and a significant negative change in mean and median for the time 
period (-1, +2). The level of significance for the three results, for which the null 
hypothesis is rejected, is 10%, 5%, and 5%, respectively. The changes in means and 
medians indicate that every unit of equity owned by the bidder attributes lower return 
to the shareholders after the M&A deal.  
 Return on Asset had a significant negative change in median in the time period 
(-1, +2), which means that for every unit of asset, the company earns a lower return 
after the M&A deal. This means that profitability, measured by ROE, as well as by 
ROA, is affected negatively in the first two years after the deal.  
 Total Debt to Common Equity, as well as Total Loans to Total Deposits gave 
no significant results for any of the periods under investigation. 
Economic interpretation of the results 
 The conclusion that can be drawn by the results presented above is that, within 
two years after the acquisitions, there was a significant increase in the bidding firms’ 
size, while profitability was affected negatively. There are no conclusions in this 
research concerning the firms’ liquidity and leverage.  The results of this section are 
in accordance with the prior literature, since Rau and Vermaelen (1998) noticed a 
downturn in the figures of the acquiring firms, while Agrawal et al. (1992) concluded 
that there are significant wealth losses within a 5 year period for the bidding firms. 
The time horizon in the current analysis was shorter than that, which means that the 
rest of the indicators were not affected yet significantly by the events. The analysis 
shows indeed that the acquirers suffer from losses in the post acquisition period; 
nonetheless this pattern is the price that the bidder has to pay; suffer losses in the post 
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acquisition period, in order to gain benefits in the long run. The mid-term 
deterioration of a company’s financial situation is scarcely a disincentive for 
performing mergers and acquisitions. The procedure that has to be followed for a 
financial entity, who absorbed part of or even an entire other entity, to recover and 
have gains again, is a long one, with a long period of adaptations to its new financial 
figures. Even in the case of highly competitive, cost efficient and profitable bidders, 
there can be a downturn in the figures in the mid-run. The most important thing, 
though, is for a company to stand the test of time in the long run, when most of the 
differences between a target and a bidder, in terms of administration, management, 
policies, customer base, and market value, have been eliminated.  
6. Conclusions 
 This study examines a sample of 48 cross-border mergers and acquisitions in 
Europe between 2001 and 2010. First and foremost, it examines the short term 
reaction of both targets and acquirers to the announcement deal. Performing the event 
study methodology, positive significant abnormal returns were calculated for the 
targets around the announcement date of the deals. According to the market model the 
abnormal return was 5, 880%, significant at 1% level and according to the market 
adjusted model the abnormal return was 5, 078%, significant at 10% level. The 
cumulative abnormal returns of the targets were also significant around the 
announcement date. Regarding the acquirers, their abnormal returns were not 
statistical significant around the acquisition date and these results are confirmed by 
the study of cumulative abnormal returns. The results of the current research are 
consistent with previous studies on the field (Beitel and Schiereck, 2001, 
Athanasoglou and Brissimis, 2005, Campa and Hernado, 2006). In order to interpret 
all the significant results for the targets, five regression models were estimated, which 
show that the determinants of abnormal returns and cumulative abnormal returns are: 
intercept, slope, return on equity, return on asset, loans to deposits and loans to assets, 
target’s size and operating margin. 
 In order to examine the long-term operating performance of the bidders, 
fundamental accounting and financial data were used such as: ROE, ROA, Debt to 
Equity etc. The mean and median changes of the financial ratios were tested for 
statistical significance. The conclusion of the analysis is that the acquirers suffer 
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significant losses in the post acquisition period. The results are in line with the 
existing literature regarding the bidders’ post acquisition performance (Campa and 
Hernado, 2006). 
 This work successfully attempted to examine the impact of cross border 
acquisitions on the financial performance of public-listed banks in Europe. There is 
not much research for cross-border mergers in Europe as in U.S, which makes this 
paper’s contribution significant. The global financial crisis forces companies 
throughout the globe to consolidate with others in order to survive. This fact makes an 
M&A research even more valuable nowadays. The current study could be used by 
investors and shareholders, who are involved in M&A deals. 
Limitations of study; further research 
 The current study is constrained by a few parameters that must be taken into 
account. One limitation to this study was the fact that some qualitative factors 
concerning the M&A deals were not taken into account in the regression analysis, 
such as the nature of the bid and the industry competition. It could be possible, in a 
future research, to take such variables into account, when performing a regression 
analysis.  
 Another limitation in the current study is the fact that the narrow down 
procedure excluded from the sample all the M&A deals, whose payment type was any 
kind except for cash, like binds, stocks, or loans. Some further research could be done 
on the study, by including deals with other types of payment as well, instead of only 
cash.   
 Furthermore, further investigation could be performed on the statistically 
significant results of the operating performance methodology of the current study. An 
example of that would be a regression analysis on the bidders’ Return on Equity and 
Return on Assets. This investigation could produce the explanatory variables of ROE 
and ROA, in order to interpret the bidders’ financial situation in the post acquisition 
period. 
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Appendix 
 Table 17 List of M&A deals of the study 59 
 
 
 
Deal Type Announce Date Target Name Acquirer Name Announced Total Value (mil.) Payment Type Deal Status
ACQ 23/1/2001 SKB Banka DD Societe Generale SA 143,01 Cash Complete
ACQ 19/7/2001 Demirbank TAS HSBC Holdings PLC 457,02 Cash Complete
ACQ 30/10/2001 Banka Koper dd SanPaolo IMI SpA 116,19 Cash Complete
ACQ 7/12/2001 OTP Banka Slovensko AS OTP Bank PLC 16,24 Cash Complete
ACQ 19/12/2001 Kredyt Bank SA KBC Groep NV 14,51 Cash Complete
ACQ 24/7/2002 Kredyt Bank SA KBC Groep NV 69,32 Cash Complete
ACQ 23/1/2003 Banco Popular Portugal SA Banco Popular Espanol SA 143,06 Cash Complete
ACQ 25/2/2003 Inter-Europa Bank NyRt SanPaolo IMI SpA 23,43 Cash Complete
ACQ 15/4/2003 Entrium Direct Bankers AG Fineco SpA N/A Cash Complete
ACQ 8/5/2003 Banco Zaragozano SA Barclays PLC 1123,68 Cash Complete
ACQ 30/10/2003 BRE Bank SA Commerzbank AG 0,09 Cash Complete
ACQ 3/3/2004 Slovenska Sporitelna AS Erste Group Bank AG 72,01 Cash Complete
ACQ 4/3/2004 SEB Banka AS Skandinaviska Enskilda Banken AB 1,49 Cash Complete
ACQ 30/3/2004 Geniki Bank Societe Generale SA 10,4 Cash Complete
ACQ 28/6/2004 Deutsche Bank PBC SA Deutsche Bank AG 0,3 Cash Complete
ACQ 12/8/2004 KredittBanken ASA Glitnir Banki HF 41,63 Cash Complete
ACQ 15/11/2004 Bolig-og Naeringsbanken ASA Glitnir Banki HF 287,23 Cash Complete
ACQ 8/12/2004 OTP Banka Hrvatska DD OTP Bank PLC 234,25 Cash Complete
ACQ 11/2/2005 Swedbank AS/Estonia Swedbank AB 1726,21 Cash Complete
ACQ 12/4/2005 Fortis Bank AS Ageas 941,6 Cash Complete
ACQ 25/4/2005 SEB Privatbanken ASA Skandinaviska Enskilda Banken AB 117,49 Cash Complete
ACQ 21/9/2005 Fortis Bank AS Ageas 38,57 Cash Complete
ACQ 22/9/2005 Banco Comercial Portugues SA Ageas 224 Cash Complete
ACQ 30/12/2005 Banca Antonveneta SpA/Old RBS Holdings NV 3615,63 Cash Complete
ACQ 9/1/2006 Zagrebacka Banka dd UniCredit SpA 117,17 Cash Complete
ACQ 3/2/2006 Banca Nazionale del Lavoro SpA BNP Paribas SA 9033,12 Cash Complete
ACQ 23/2/2006 Banco Popolare Croatia dd Banca Popolare di Verona - S.Geminiano e S.Prosper 30 Cash Complete
ACQ 17/3/2006 Nacionalna Stedionica Banka AD Eurobank Ergasias SA 35 Cash Complete
ACQ 3/4/2006 Finansbank AS/Turkey National Bank of Greece SA 2295,4 Cash Complete
ACQ 3/4/2006 Zepter Banka AD OTP Bank PLC 34,06 Cash Complete
ACQ 31/5/2006 Denizbank AS Dexia SA 624,22 Cash Complete
ACQ 13/6/2006 Emporiki Bank SA Credit Agricole SA 2090,78 Cash Complete
ACQ 7/7/2006 OTP Banka Srbija ad Novi Sad OTP Bank PLC 118,6 Cash Complete
ACQ 21/8/2006 Credit Agricole Srbija AD Novi Sad Credit Agricole SA N/A Cash Complete
ACQ 11/9/2006 AIK Banka AD Agricultural Bank of Greece 93 Cash Complete
ACQ 17/11/2006 Bank Millennium SA Banco Comercial Portugues SA 260,56 Cash Complete
ACQ 24/1/2007 UniCredit Bank AG UniCredit SpA 1295,59 Cash Complete
ACQ 24/1/2007 UniCredit Bank Austria AG UniCredit SpA 960,81 Cash Complete
ACQ 5/7/2007 Ukrsotsbank JSCB UniCredit Bank Austria AG 1,63 Cash Complete
ACQ 15/10/2007 Lombard Bank Malta PLC Cyprus Popular Bank PCL 48,3 Cash Complete
ACQ 16/11/2007 Factorial-Bank Skandinaviska Enskilda Banken AB 79,62 Cash Complete
ACQ 19/11/2007 Bankinter SA Credit Agricole SA 809,09 Cash Complete
ACQ 20/12/2007 Rosbank Societe Generale SA 1184,83 Cash Complete
ACQ 22/5/2008 Tavrichesky Bank Sparebank 1 Nord Norge 8,84 Cash Complete
ACQ 15/9/2008 Lokalbanken I Nordsjaelland Svenska Handelsbanken AB 108,63 Cash Complete
ACQ 15/1/2009 AB DnB Bankas DNB ASA 11,77 Cash Complete
ACQ 16/12/2009 Banca Transilvania Bank of Cyprus PLC 58 Cash Complete
ACQ 5/3/2010 Credy Banka AD Kragujevac Nova Kreditna Banka Maribor dd 10 Cash Complete
